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(e) Effective/applicability date. This
section applies on and after May 1,
2009.

(e) Effective/applicability date. This
section applies on and after May 1,
2009.

[T.D. 8540, 59 FR 30152, June 10, 1994, as
amended by T.D. 8819, 64 FR 23212, Apr. 30,
1999; T.D. 8886, 656 FR 36929, June 12, 2000; T.D.
9448, 74 FR 21484, May 7, 2009; T.D. 9540, 76 FR
49612, Aug. 10, 2011]

§20.2031-8 Valuation of certain life in-
surance and annuity contracts;
valuation of shares in an open-end
investment company.

(a) Valuation of certain life insurance
and annuity contracts. (1) The value of a
contract for the payment of an annu-
ity, or an insurance policy on the life
of a person other than the decedent,
issued by a company regularly engaged
in the selling of contracts of that char-
acter is established through the sale by
that company of comparable contracts.
An annuity payable under a combina-
tion annuity contract and life insur-
ance policy on the decedent’s life (e.g.,
a ‘‘retirement income’” policy with
death benefit) under which there was
no insurance element at the time of
the decedent’s death (see paragraph (d)
of §20.2039-1) is treated like a contract
for the payment of an annuity for pur-
poses of this section.

(2) As valuation of an insurance pol-
icy through sale of comparable con-
tracts is not readily ascertainable
when, at the date of the decedent’s
death, the contract has been in force
for some time and further premium
payments are to be made, the value
may be approximated by adding to the
interpolated terminal reserve at the
date of the decedent’s death the pro-
portionate part of the gross premium
last paid before the date of the dece-
dent’s death which covers the period
extending beyond that date. If, how-
ever, because of the unusual nature of
the contract such an approximation is
not reasonably close to the full value
of the contract, this method may not
be used.

(3) The application of this section
may be illustrated by the following ex-
amples. In each case involving an in-
surance contract, it is assumed that
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there are no accrued dividends or out-
standing indebtedness on the contract.

Example (1). X purchased from a life insur-
ance company a joint and survivor annuity
contract under the terms of which X was to
receive payments of $1,200 annually for his
life and, upon X’s death, his wife was to re-
ceive payments of $1,200 annually for her life.
Five years after such purchase, when his wife
was 50 years of age, X died. The value of the
annuity contract at the date of X’s death is
the amount which the company would
charge for an annuity providing for the pay-
ment of $1,200 annually for the life of a fe-
male 50 years of age.

Example (2). Y died holding the incidents of
ownership in a life insurance policy on the
life of his wife. The policy was one on which
no further payments were to be made to the
company (e.g., a single premium policy or a
paid-up policy). The value of the insurance
policy at the date of Y’s death is the amount
which the company would charge for a single
premium contract of the same specified
amount on the life of a person of the age of
the insured.

Example (3). Z died holding the incidents of
ownership in a life insurance policy on the
life of his wife. The policy was an ordinary
life policy issued nine years and four months
prior to Z’s death and at a time when Z’s
wife was 35 years of age. The gross annual
premium is $2,811 and the decedent died four
months after the last premium due date. The
value of the insurance policy at the date of
Z’s death is computed as follows:

Terminal reserve at end of tenth year $14,601.00
Terminal reserve at end of ninth year 12,965.00
INCrease .......cccoevvciiciniciciccccc 1,636.00

One-third of such increase (Z having died four

months following the last preceding premium
date) is ......... 545.33
Terminal reserve at end of ninth year ................. 12,965.00

Interpolated terminal reserve at date of Z's
death ........... 13,510.33
Two-thirds of gross premium (25x$2,811) .......... 1,874.00
Value of the insurance policy ...........c....... 15,384.33

(b) Valuation of shares in an open-end
investment company. (1) The fair market
value of a share in an open-end invest-
ment company (commonly known as a
“mutual fund’’) is the public redemp-
tion price of a share. In the absence of
an affirmative showing of the public re-
demption price in effect at the time of
death, the last public redemption price
quoted by the company for the date of
death shall be presumed to be the ap-
plicable public redemption price. If the
alternate valuation method under 2032
is elected, the last public redemption
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price quoted by the company for the al-
ternate valuation date shall be the ap-
plicable redemption price. If there is no
public redemption price quoted by the
company for the applicable valuation
date (e.g., the valuation date is a Sat-
urday, Sunday, or holiday), the fair
market value of the mutual fund share
is the last public redemption price
quoted by the company for the first
day preceding the applicable valuation
date for which there is a quotation. In
any case where a dividend is declared
on a share in an open-end investment
company before the decedent’s death
but payable to shareholders of record
on a date after his death and the share
is quoted ‘‘exdividend’ on the date of
the decedent’s death, the amount of
the dividend is added to the ex-divi-
dend quotation in determining the fair
market value of the share as of the
date of the decedent’s death. As used in
this paragraph, the term ‘‘open-end in-
vestment company’’ includes only a
company which on the applicable valu-
ation date was engaged in offering its
shares to the public in the capacity of
an open-end investment company.

(2) The provisions of this paragraph
shall apply with respect to estates of
decedents dying after August 16, 1954.

[T.D. 6680, 28 FR 10872, Oct. 10, 1963, as
amended by T.D. 7319, 39 FR 26723, July 23,
1974]

§20.2031-9 Valuation of other prop-
erty.

The valuation of any property not
specifically described in §§20.2031-2 to
20.2031-8 is made in accordance with
the general principles set forth in
§20.2031-1. For example, a future inter-
est in property not subject to valuation
in accordance with the actuarial prin-
ciples set forth in §20.2031-7 is to be
valued in accordance with the general
principles set forth in §20.2031-1.

§20.2032-1 Alternate valuation.

(a) In general. In general, section 2032
provides for the valuation of a dece-
dent’s gross estate at a date other than
the date of the decedent’s death. More
specifically, if an executor elects the
alternate valuation method under sec-
tion 2032, the property included in the
decedent’s gross estate on the date of

26 CFR Ch. | (4-1-12 Edition)

his death is valued as of whichever of
the following dates is applicable:

(1) Any property distributed, sold, ex-
changed, or otherwise disposed of with-
in 6 months (1 year, if the decedent
died on or before December 31, 1970)
after the decedent’s death is valued as
of the date on which it is first distrib-
uted, sold, exchanged, or otherwise dis-
posed of;

(2) Any property not distributed,
sold, exchanged, or otherwise disposed
of within 6 months (1 year, if the dece-
dent died on or before December 31,
1970) after the decedent’s death is val-
ued as of the date 6 months (1 year, if
the decedent died on or before Decem-
ber 31, 1970) after the date of the dece-
dent’s death;

(3) Any property, interest, or estate
which is affected by mere lapse of time
is valued as of the date of the dece-
dent’s death, but adjusted for any dif-
ference in its value not due to mere
lapse of time as of the date 6 months (1
year, if the decedent died on or before
December 31, 1970) after the decedent’s
death, or as of the date of its distribu-
tion, sale, exchange, or other disposi-
tion, whichever date first occurs.

(b) Method and effect of election—(1) In
general. The election to use the alter-
nate valuation method is made on the
return of tax imposed by section 2001.
For purposes of this paragraph (b), the
term return of tax imposed by section
2001 means the last estate tax return
filed by the executor on or before the
due date of the return (including exten-
sions of time to file actually granted)
or, if a timely return is not filed, the
first estate tax return filed by the ex-
ecutor after the due date, provided the
return is filed no later than 1 year
after the due date (including exten-
sions of time to file actually granted).
Once the election is made, it is irrev-
ocable, provided that an election may
be revoked on a subsequent return filed
on or before the due date of the return
(including extensions of time to file ac-
tually granted). The election may be
made only if it will decrease both the
value of the gross estate and the sum
(reduced by allowable credits) of the
estate tax and the generation-skipping
transfer tax payable by reason of the
decedent’s death with respect to the
property includible in the decedent’s

298



		Superintendent of Documents
	2012-09-27T06:41:01-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




